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1. RACZ should be conaldorsd one of the most t2lsnted Yinancial experts of the
postwar pericd in Hungary. RACZ ia not e Communist and has no interest in
politics. Kow about 40 years old, he has shown great ¢alent in handling a
variety of oconomlc problems both inside and outside the sphere of the Finance -
Minletry. RACZ began his career in a lerge Hungarian denk and later was
employed by the Budapest Chamber of Commerce and Industry. For a while he
worked in the Hungarian Foreign Trade Office and during the war he helped to
organize the Hungarlan program for collection snd ddetribution of food, By
the end of the war he had obiained the title of ministerial adviser and wes
named economic consultant to Prime Minister NAGY of the Smellholders Party.
This party, of which RACZ was not e nmember, contested the appointment of RASZ
ag Hinister of Finance in August 3Qhé. The Communiste, who considsred him teo
strong & man for thelr liking, could not at that time prevent hie appointment.

2

. DBefore the time of HAGZ' appointmeht to the Finance Minlstry, his predecassor,
GORDOM, who hLad been too weak or too venal to fight Sommmist infiltration into
key economic positions, had allowed wirtually comnlete sontrol of Mungarian
economy $0 pass into the hands of Zoltan VAS, Communist Chief of the Supreme
Feonomic Council. '

3. Sinee RACZ had no particnlar ambltion to become Minipter of ¥inance, he sub-
mitted vreliminary conditions in writing., Hefore he entered into office, he
jempnded dissoluticn of the 3ecretariat of the Supreme Bconomic Council and
ragtoration of vericus economic functions to thome ministries and departments
which had exercised them vreviously., After long negotiations, & compromise
wag vesched whereby removal of Zoltan VAS was to be discussed six woeks after
RAGZ took over the Minlstry of Finance, The question of Alsmisalng VAS, how-
ever, was never ralmed aszain, FPossibly, durlng the agreed interval of six weekr
FACZ realized thet hile own supsrior knowleGgs of economiss, coupled wiih an
efficient, predominately non-Communist staff in the Ministry, would ensble him
%6 keop VAS in check without diwsolving the Supreme Econcmie Council.

., The siz monthe during which RAGZ served as Minlster of Finensce represent &

tomporary period of conssrvative and bourgeois orientation within the ¥inisvry
eF Floence sad & concilistory poricy on the part of Zoltem VAS, The Ministry
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of Finsnes regoined 1%s cscmomic power chiefly wecause KAUZ personally son-
aeznied himeel? with ell importsnt problems and dominated economic discussione
in the Council of Ministers and the Supreme Economic Council. Possidly his
asgotiations with the Soviets concerning the question of Germen asssts in
Hungary were his greatest achievement in %his period.

Since RACZ was thwarting the program of the Soviets snd of the Hungarian CP,
they planned his removal., It was accomplished by an engineered Swfmiualisa
campaign in which many defendants at the various eon spiracy trials were made
to testify that they had counted on support from RACZ in carrying out their
plots. Since his removal, the Communists have again regained full control
over Hungerian economic life. '

The present regime in Hungary has not yet decided definitely vhat to & with
RACZ, vhether to make use of hls great talents under striel supsrvision or

Yo liquidate him as a dangerous person. In spite of frement police investi-
gations, RACZ is now employed by the Hungarian Institute for Teonomic Research
and has just completed his work on the agricultural part of the Hungarian
Five-Year Plan. He works long hours with utmost energy because of his inter-
est in the problems involved and is still devoid of political interests or
convictions. His economic policy and tenets cannot be considered reactionary,
even from a Communist point of view. As Minister of Finance, RACZ was
frequently more radical than his Communist State Secretary, ANTOS, vhenever
RACZ was convinced that a radical measure would benefit Hungary economically.
fle was not ideally qualifled to serve as Minister of Finance because of his
tendency to try to do all the work himself. He would be better fitted for a
position as an economic plamner on a large scale or as a hirh level economic
consultant. '

RACZ is currently in great financial difficulties. Last fall he was nold about
2,000 Swiss francs by an unspecified United "ations apency in feneva for his
share in preparing an economic study vhich appeared under the auspices of the
United "Nations. He mad the money devosited in a Sviss bank. later, he mede
arrangements to turn over these Swiss funds to a Hungarian in exchange for
18,000 forints. The Hungarian purchaser of the Swiss franes mid RACZ 18,000
forints imnediately, and RACZ has slready spent this sum. However, according
to RACZ, former State Secretary KTMTWY, nov a refugsc In London, vhom RACZ
had delegated to transfer the Swiss francas from MACZ'.account to that of the
Hungarian purchaser, drew out the money and then absconded with it. RACZ is
now obliged to repay the sum in forints vhich had been advanced to him; on
hiz rresentmlary, it will take him two vears to pay off this debt.

SOHFDENTHE

Approved For Release 199 0SNG HeRY) P8 2-00457R002500700004-7



